54TH  Congress,  > HOUSE  OF  REPRESENTATIVES.  ( Report 
1st  Session.  ) { No.  881. 


CIRCULATION  OF  NATIONAL  BANKS. 


March  20,  1896. — Referred  to  the  House  Calendar  and  ordered  to  be  printed. 


Mr.  Van  Voorhis,  from  the  Committee  on  Banking  and  Currency, 

submitted  the  following 

REPORT: 

[To  accompany  H.  R.  849.] 

The  Committee  on  Banking  and  Currency,  to  whom  was  referred  the 
bill  (H.  R.  849)  to  increase  the  circulation  of  national  banks,  having 
duly  considered  the  same,  respectfully  report  as  follows: 

Existing  law  authorizes  national  banks  to  issue  circulation  to  the 
amount  of  90  per  cent  of  the  par  value  of  the  bonds  deposited  with 
the  Treasurer  of  the  United  States  to  secure  circulation.  By  this  bill 
it  is  proposed  to  amend  existing  law  so  as  to  authorize  national  banks 
to  issue  circulation  to  the  par  value  of  the  bonds  deposited  to  secure 
the  same. 

On  the  18th  day  of  March,  189G,  there  were  deposited  to  secure  cir- 
culation United  States  bonds  amounting  to  $220,449,800.  The  circula- 
tion possible  under  existing  law,  on  the  bonds  so  deposited,  amounts  to 
$198,404,820.  The  circulation  possible  under  a law  permitting  an  issue 
up  to  the  par  of  the  bonds  would  be  $220,449,800,  an  increase  over  that 
of  existing  law  of  $22,044,980. 

The  wisdom  of  amending  the  law  so  as  to  provide  for  this  increased 
circulation  does  not  seem  to  the  committee  to  admit  of  doubt.  There 
are  no  United  States  bonds  now  out  excepting  the  2 per  cent  bonds, 
which  are  not  selling  in  the  market  at  a considerable  premium,  and 
therefore  no  possible  loss  could  occur  to  the  noteholder  by  the  amend- 
ment proposed,  even  if  there  was  no  other  recourse,  but  when  we  con- 
sider that  the  noteholders  have  a first  lien  upon  all  the  assets  of  the 
bank  in  addition  to  the  security  of  the  bonds  deposited,  there  can  exist 
in  no  case  the  possibility  of  loss. 

Under  existing  law  the  banks  are  deprived  of  a portion  of  tlieir 
available  capital  for  loaning  purposes,  and  to  that  extent  accommoda- 
tions to  business  are  withheld  which  otherwise  might  be  available.  It 
seems  clear  that  when  the  banks  find  so  little  profit  in  their  circula- 
tion, as  now  limited,  that  it  scarcely  pays  to  take  it  out,  there  ought  to 
be  an  enlargement  of  their  rights  to  issue  notes  so  as  to  afford  an 
inducement  to  furnish  as  large  a measure  of  accommodation  to  the 
community  as  is  compatible  with  entire  safety  to  noteholders. 

The  issuing  of  circulating  notes  to  the  par  value  of  bonds  deposited 
to  secure  the  same  is  recommended  by  the  Comptroller  of  the  Cur- 
rency, and  has  been  heretofore  recommended  by  every  Comptroller  from 
time  of  and  including  Comptroller  Knox. 

The  committee  is  of  opinion  that  if  this  bill  becomes  a law  there  will 
be  an  increase  in  the  amount  of  circulation  issued  when  the  demands  of 
business  require  it,  and  thus  a distinct  benefit  will  come  both  to  the  banks 
and  to  the  community,  without  in  the  slightest  degree  endangering 
noteholders. 

The  committee  therefore  recommend  the  passage  of  the  bill. 
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